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CHAPTER I 



INTRODUCTION 



Pianageinent in large-scale undertakings has to be able to see the end 
results of its operation — the forest in spite of the trees. Masses of 
detailed operations have to be reduced to intelligible for-m~to simple 
quantitative measurements that can be grasped.' .*, . Intelligent 
decisions on broad questions of management demand broad over-all facts 
•fchich quantitetive measurement alone con supply. 1 

One of the historic origins for the public report by executive 
authorities in the United ^tatcs is the Constitutional provision requiring 
the President '‘from time to time to give to the Congress information on the 
State of the Union”, Reporting on performance in the Department of the 
Navy is public reporting. It is used to supply information not only for 
management purposes of the Secretary of the Navy, but also to provide current 
information to justify budget requests made to the Congress and to report 
to the Congress progress in the accomplishment of Department of the Navy 
programs. The Congress expect ^ the Department of the Navy to conduct its 
operations in the most effective, economical manner possible. Members of 
the Congress expect to receive reports on the operations of the Navy which 
they can understand and interpret. Therefore, the over-all operation of 
the Navy has been broken down into separate programs, each somewhat shriilar 
to a commercial enterprise. The problems encountered in the management of 



^Joel Gordon, "Operating Statistics as a Tool of Management", 
Public Administration Review. Stmimer 1944. 
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these programs are somewhat similar to the problems encountered in the 
management of commercial enterprises. The civilian Secretariat of the 
Navy is composed of men who are well acquainted with business practices. 
Consequently, it is necessary to utilize a performance reporting system 
\diich will provide the type of control information those individuals can 
effectively employ in the management of the affairs of the United States 
Navy, 

^bst writers have prefeiTed to name the reporting systems employed 
by controllers "progress reporting". Since most of these systems are based 
on generating information useful iji comparing actxial performance against 
planned performance, it is believed that a preferable term is "performance 
reporting?. 

The management of both commercial enterprises and public undor- 
taJcings are Interested in roeasuring performance, whether good or bad, 
rather than progress. Progress connotes satisfactory accomplishment, while 
performance connotes both satisfactory and unsatisfactory accomplishment. 
The purpose of reporting systems is to provide informati^-n with which to 
correct unsatisfactory accomplishment. 

Performance is relative and can be evaluated only in relation to 
past performancej performance of other activities carrying on comparable 
programs j or established goals. Reporting systems proviuo for comparisons 
of current performance against past and planned performance. Reporting 
systems establish reasons for failure to achieve planned performance as 
a basis for administrative action. 

order to evaluate the adequacy of the performance reporting 



system oiaployed in the Department of the Navy, it is first necessary that 
the function of performance reporting in the concept of controllership 
be fully imderstood. Chapter II sets forth the function of performance 
reporting in the concept of controllership. The Departraent of the Kavy is 
managed in a manner similar to the integrated commercial enterprise, with 
its parent company and operating divisions. At the Secretary of the Navy 
level of organization, the over-all operations of the Navy are coordinated. 
The ovor-all operations are broken dovn into integrated programs, under 
the management control of the Bureaus and Offices of the Dspart-ent of the 
Navy. These B?jreaus and Offices in turn manage the ficl^ installations 
devoted to the accomplismnent of their individual pro grains. The field 
installations manage their own affairs in the accomplishment of their 
individual missions. Char^ter III deals with performance re^^erting as 
employed by tlie Camptroller of ttie Navy at the Secretary of the Navy 
level of organization. The information needed at this level of organiza- 
tion is necessarily -enerated at the field installation level. Consequently, 
the information supplied to the Comptroller of the Navy is collected by 
the program coordinators, Uie Bureaus and Offices, Chap- or VJ deals v;ith 
the method of performance reporting employed by one of the Bureaus of the 
Department of the Navy, the Bureau of Supplies and Accounts. Chapter V 
evaluates the performance reporting system of the Department of the Navy 
against the criteria developed in Chapter II, 

The term "controllership" is generally preferred to the term 
"comptrollership". Since the Department of the Navy designates individuals 
concerned with control information as "comptrollers", the two terms are 
used interchangeably. 



CHAPTER II 



THE FUI-JCTION OF PERFOm^ANGS REPORTING IN G0NTR0LLER3HIP 

Business operations today are so extensive in scope and varied in 
nature that they cannot be supeirvised by any one individuail or by any small 
group of individuals fmctioning as a directing unit. Uie continued growth 
of industry has developed the need for a management team to devote greater 
attention to planning responsibilities, while delegating operating respon- 
sibilities to other supervisors, who can more easily resolve problems 
associated v;ith operations. As particular corporations continue to expand 
to meet the increasing demands of a progressive industrialized economy, it 
is necessary that the management team keep itself currently informed 
concerning the progress of operations toward the fulfillment of the 
objectives of the enterprise. As particular corporations become larger in 
scope, the necessity for fine adjustments, with corresponding rapid uperating 
responses, become more apparent. These fine adjtistments are necessary to 
keep the enterprise closely attuned to the economic realities of the industry 
of which it is a part, the pressures of the market, the social responsibility 
of making the best use of large capital investment, and to protect and 
assist the continued growth of the economy as a whole. 

In order to keep the enterprise on an ”aven keel”, the management 
team has been expanded, in relatively recent history, to include the 
controller. The inclusion of the controller in the management team has 
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evolved in order to laanage the Individual enterprise more intelligently 
through the use of a continuous and organized flow of inforeation concerning 
operations. Ihe controller provides for top management continuoxis and 
organized information about the environment in which the enterprise functions, 
its operating plans, and the actual results of its operations. Such 
information provides management with the facts with which to make decisions 
necessary to adjtist the operations of the enterprise in a progressive 
economy. The controller's responsibility begins with the reporting of the 
facts about actxxal operations and extends naturally to the assembling, 
summarizing, and reporting of operating plans in the form of a budget and 
to comparisons with the reported res\ilts of other companies and of indxistpy 
in general.^ Ihe establishment of policy and the planned coordination of 
all activities within the company to make these policies effective are the 
responsibilities of the management team. The records of the company provide 
a wealth of detailed information, from which pertinent facts are assembled 
in an orderly manner and commijinloated to management in the form of reports 
by the controller, to provide for management a factual background for the 
establishment or modification of policy and for the control of actual 

p 

performance in line with established policy. 

The plan of the operations of the enterjjrise is usually set forth in 
the biidget. The biidget provides a mechanism for forecasting realizable 
results over § definite period, for planning and coordinating the various 



^David R. Anderson, “Controllership's Contribution to }3xecutive 
Management”, Controllership in Modern Management , od. by Thornton F. 

Bradshav; and Charles G. Hull (Chicago; Ricliard D. Irwin, Inc., 1950) p. 51. 

^ivjason Smith, ” Internal Reports”, Corporate Treasurer's and Control- 
ler's Handbook, ed. by Lillian Doris (New York: Prentice-Hall, Inc., 

1956 ) p. 797 . 
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operations and functions of the enterprise to achieve realizable results, 
and for so controllin,' and limiting any variations from the approved plan 
of action that the desired results are realized.^ Allen IT. Ottman states: 

To carry out the objectives of a budget program, actual results 
must be measured against budgeted figures, analyses must be made of 
the differences, and necessary correctives applied as the program 
goes forward. 

Therefore, a system of informative reporting is essential if the 
budget program is to be of value to the management teara. The budget division 
is staffed with the minimum personnel required to do those parts of the 
budget procedrure that cannot be handled elsewhere in the organization. This 
insures that the budget work will be performed largely by personnel who will 
be accountable ultimately under the budget for the success or failtire of 
their actions. The right of each supervisor to have a part in setting his 
own bxiiget goals makes the budget a personal matter. The management team 
Insures against loose budgeting procedures by utilization of the budget 
review and approval procedure. The essentials of an effective reporting 
system must consider the following: (1) Number of reportsj (2) Timingj 

(3) Typej (4) Design and content; (5) Handling. The number of reports will 
be minimum when each executive is furnished with only those budget reports 
that concern the operation of the functions and activities for which he is 
directly responsible. Reports must be current, or the corrective action 
which they Indicate to be necessary cannot be taken in time to be effective. 
The essential information contained in each report is: 

1. Description oi' items being reported. 

^Allen H. Ottman, “Developing and Installing A Budget Program", 
ibid. p. 99* 

4Allen H. Ottman, "AdJiinistering a Budget Program", ibid, p, 139. 
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, Annual budget for the item being reported. 

3. Aotttal perforraancQ for the period. 

4. Budgeted performance for the period, 

5. Variation — actual from budget. 

6. Explanation of variation. 

The following budget reports are utilized most widely by business 
enterprises: 

X. Sales budget report. 

2. Cost of production budget report. 

3. Orders received, shipments, production, inventory, and 

balance-order budget report. 

4. Budget reports for varioios expenses. 

5. Profit and loss budget report. 

6. Gain or loss in control report. 

7. Capital budget report. 

8. Cash budget report. 

The most usef\il of these reports is the '^ain or Loss In Control 
Report, which shows a comparison of actual period and year-to-^ate expense 
variations from budget wit?: allowable expense variations fi’om the budget, 
and points up the areas and elements of expense that call for better control 
by management. It indicates needed reduction or increase in various 
primary and secondary expense accounts to Iceep operations in line with 
actual sales performance. The budget director analyzes all significant 
variances between actual and budgeted performance and prepares a written 
stateaient of the reasons for each such variance to accompany each budget 
report at the time it is issued. Normally, once each period the president 
and his functional vice presidents meet with the biadget director to review 
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the over-all perfonriance of the enterprise. Periodically the budget director 
meets with each functional vice president and his department heads, and 
vrith each plant manager and his supervisors, to review the performance of 
the divisions, plants, and plant depai-traonts. Tl-ie reports discussed in 
these meetin s ore based on the principle of exception, 3h applying this 
principle, Frederick VI. Taylor explained; 

The manager should receive only condensed, surnmarized, and invariably 
comparative reports, covering, however, all of the elements entering 
into the management, and even these siuamaries should be carefully gone 
over by an assistant before they reach the manager, and have all the 
exceptions to the past averages or to the standards pointed out, both 
the especially good and the especially bad exceptions. ^ 

A ;;ood report may be defined as the communication in usable form to 
a responsible party of timely factual data for a specific ijurpose. [vilthont 
reports, management is laclcing factual data and must then rely solely upon 
memory and instinct. The success with which the controller's reporting 
efforts are met depends upon (l) his appreciation of the fundamental 
principles of reporting, and (2) his ability to understand the intricacies 
and the individuality of the enterprise, the nature of the business, the 
pattern of responsibilities within the managemont group, and even the 
idiosyncrasies of management personnel in applying these principles. 

The answers to the followin,' questions contain the essentials of 
reporting for purposes of control of the modern enterprise; 

1. What facts are material? 

2. How are the facts best presented? 

3. When are the facts required? 

4. What miist the import accomplish? 

C 

^Frederick W. Taylor, Hie Principles of Scientific l*!anagemont ., (Harper 
& Brothers, Copyright 1947) P* 7. 
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5. Who is the aiadience for the report? 

These questions highli ht some very important elements in. effect- 
ive reporting. If the report fails to establish coirmunication with the 
recepient and help him to take the necessary actioUj it is nothin^^ but 
paper resdy for the scrap heap. Therefore, a report must provide inform- 
ation for a spocj-fic purpose. It must reflect the actions of those factors 
through which management exercises control of operations. The report must 
present a clear and understandable statement of the pertinent facts, it 
must be simplified by the elimination of all unnecessary detail. The use 
of suffitnaries and supplementary schedules to replace the one detailed report 
is one of the quickest and easiest ways to ascomplish report simplification. 
Ihs ideal report shows the fewest p.^ssible figures and presents the pertin- 
ent facts clearly. The repoi“t must encourage decision by engendering 
confidence in presenting facts tghich are aceturate. The design and 
arrangement of the report mu.st focus attention on the items, relationships, 
trends, and exceptions that should have the consideration of the executivei 
it must call attention to those facts or factors that require si^acial 
notice. The report must show factual data on accomplishments or lack of 
success by comparing acttial results with planned accoraplishment. It should 
contain comparison or measuroment data in order to I'evaal proi.jress or trends 
sufficiently to guide executives in their decisions. 

If it is to be effective, the report must be timely. It decreases 
in effectiveness in direct proportion to the time taJeen in preparation. 

Among the many devices that have been used to ex-pedite the preparation and 
issuance of reports are: (1) Planning the methods of recording basic data, 
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and the chart of accounts, to fit the report raquireiiBentsj (2) Prepropara- 
tion of report forms j (3) Presentation of preliminary reports from control 
accountsj (4) Presentation of reports as they are prsparedj (5) of 
mechanical oquipmant for reproduction. The use of mechnical and electronic 
equipment is currently receivin g a 3 ;reat deal of attention in industry 
in order to achieve greater facility with the resolution of masses of 
information into intelll jible, manageable facts. 

The act of comm aiication consists of two parts; (1) Presentation of 
the facts? (2) Acceptance and understanding of the facts. The report must 
be stated in terms undorstiindable to the recepient, pi‘eferably in mits 
through vdiich direct control ov-r the activity is exercised. The report 
must be able to stand by itself, tell its oivn story clearly and accurately, 
and relate facts to the respensibility for the accomplishment of objectives. 
The characteristics of a good report include; (1) Clardtyj (2) -hitegrity; 
(3) Utility.^ A soxmd reporting system should incorporate the follov;lng 
factors; 

1. Unity of the reporting system. 

2. Standardization. 

3 . flexibility. 

4 . flelation of basic records to reports. 

5. Control of reports and i-eport forms. 

6. Effect of the general ecoiiomy and the growth, trend of the 

enterprise upon the reporting system. 

^R. H. Robnett, T. M. Hill, and J. A. Beckett, Accountin '. A 
14anagement Approach . (Chicago; Richard D. Irwin, Inc., 1951) p. 205. 

'^Idason Smith, op. cit., p, 797. 
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David R. Anderson classifies I’eports in the following manner: 
Qporatlnfj' Reports 

Control Reports— used for direct control of operations. 

Current Control Reports — ^to spot deviations from planned perform- 
ance as they occur so that prompt action may be taken ... . 
Suismary Repcarbs — to sunmarize deviations from planned perform- 
ance over a period of time ... as a check on current control 
reports and as an Indication of the over-all effectiveness of 
the performance ... . 

Information Reports — ^used for planning and policy detertiination. 
Classification by ^fethod of Approach: 

Trend Reports — based on vertical comparisons of the results 
of the sariie activity ... over a period of months or years. 
Analytical Reports — based on horizontal or cross-section 
comparisons of the results diiring a given period of different 
activities or of similar activities in different locations, 
or on comparisons of actual results with ... objective. 
Classification by Area of Activity Covered: 

Individual-Activity Reports— limited to activities under 
the direction of a single responsible executive. 
Joint-Activity Reports — showing the combined results of 
activities which are related bub vxhich do not head up to 
a single executive. 

Financial Reports 

Static Reports— li'aited to an analysis of financial strength and 

structure as of a given date. 

Dynamic Reports 

Financial Control Reports— measuring actual financial condition 
against planned (budgeted) condition. 

ifeasuroiaent of Effectiveness of the Use of Funds— based on the 
relationships between the investments in various classes of 
assets and the use made of them. 

Reports of Changes in Financial Condition — summarizing and 
analyzing changes in financial condition during a given period. ^ 

VBny controllers solve the problem of convoying information — informa- 
tion for spot control and review of operating performance j for planning and 
policy making; about the financial condition, sources and uses of funds 
employed— to responsible executives by developing a balanced structure of 
basic statements covering the various activities of the enterprise, shifting 
the emphasis in comment and interpretation as required, and by supplementing 



%avid R. Anderson, op. cit., p. 53 
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the regular basic reports v/lth special reports on important current problems. 
Internal operating reports, which provide tabulations and suirmiaries of 
figure information, and external factors reqxiire analysis and interpretation 
to be used effectively by the management team. 

Analyses and interpretations are made to discover and define problems 
as well as to find solutions to known problems, Shrank Wallace lists three 
basic steps in the analysis of business problems; 

1. Brealc down the facts (oi* figures) into parts (or classifications) 
so that one can 

2. Compare t ie ptirts to the wiaole, to each other, ana to sign- 
nificant outside factors, and thus determine their relationshins, 'I'his 
permits one to 

3. Dateriaine '^hs reasons for relationships, thus making possible 
the understanding of the essential nature of the situation and possibly 
the findings of solutions to the problems involved in the situation. 9 

The first two steps, classifying and comparing, involve the arrange- 
ment of figures so that penetrating questions are suggested j the third step 
Involves the answers to these questions — determining the reasons for the 
relationships. The alternative methods of presentation of the results of 
analysis and interpretation are; (l) The written report| (2) The oral 
presentation; (3) The combination of the written and the oral presentation. 
The choice of the method to be employed depends on the nature and complexity 
of the material to be presented, the interest of the executive concerned, 
and the action desired. The witten report may bs concise, presenting a 
general picture of the analysis, conclusions, and recoiimendations, or may 
fully document all details and discuss fully all conclusions and recounend- 
ations. The short sweepin,; report encourages the executive to re?id It, and 

9ihrank Wallace, "Analysis and Interpretation of Business Results", 
Corporate Treasurer's and Controller *s Handbook , ed, by Lillian Doris 
iRev York; Prentice-Hall, Inc., 1950) p. 842. 
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oan contoiia the details In a supplement. The oral pre-sentaticn permits more 
flexibility in that the individual presenting the report does not lose the 
initiative and has an opport nity to elaborate on items not fvLl.ly understood. 
The oral presentation facilitates a meeting of the minds of the anal;/st and 
the executive. The use of visual material and a written summovry billows the 
audience to hold the presentation longer in HiSiiioi’y. 

The p.irposa of this chapter is to hi 3^11, ^it the need for adequate 
performance reporting in modern business enterprise and to present tJie 
principles of such repurtinj. The need for adequate perforrasnoe reporting 
is not likely to duiinish in the near future, rather it is likely to increase 
as business enterprises beco.-e more compdex witla the growth of the modem 
economy. The relatively recent development of 5!K;chanicai and electronic 
aids has resulted in tre:asndous strides in bettor management of figiore 
information. It is iu^portant to note that performaiice reporting is a stafT 
service, useful directly In operations. 'Ihe controller is in no position 
to dictate operational policy. Ha can onl 3 / present the facts as they exist 
in order to assist those indiviuuals with operating responsibility in 
detarminin; a sound plan of operation, and in formulating effective policies 
which will achieve the objectives of the enterprise. 
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CHAPTER III 



PERFORMAUCB REPORTING IN THE OFFICE OP THE COMPTROLLiiR OF THE NATY 



The Comptroller of the Navy is organizationally placed in the 
Executive Office of the Secretary and functions as a staff member of the 
Secretary of the Navy. The mission of the Comptroller is to advise and 
assist the Secretary of the Navy in developing and maintaining efficiency 
and econony through budgetary and fisceil procedures.^ Subject to the 
authority of the Secretary, he is directly responsible for budgeting, 
accounting, progress and statistical reporting, internal audit, and for the 
administrative organization stiaicture and managerial procedures relating to 
such responsibilities within the Department of the Navy. In discharging 
these responsibilities, he is responsible that the following is accomplished s 

(l) Budget administration, incltiding a continuing review of the 
execution of approved budget plans and programs, the allocation and 
apportionment of appropriations, and the allocation of over-all personnel 
ceilings complementary thereto, 

(c) Basic fiscal policy, including the development of systems of 
accounting and financial reporting, 

(g) llie development of policy and general systems of statistical 
and progress reporting with respect to fiscal and budgetary matters. 

The receipt and review of requests from the Department of Defense and 
other Government agencies for statistical data and the monitoring of 
completion and consolidation of these reports, when necessary. 

(h) Reports control policy and the general implementation thereof 
with respect to matters under the cognizance of the Comptroller. 

(i) Administrative organization structure euid managerial pro- 
cedures relating to budgeting, accounting, progress and statistical 
reporting, and interaal auditing within the Department of the Navy. 



SECNAV letter dated 1 June 1950. Subjects Comptroller of the Navy — 
Establishment of Office and Assignment of Responsibilities. This letter is 
considered the charter of the Comptroller of the Navy. 
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VI. Assistant Comptroller. Director of Budget and Reports . 

The Assistant Comptroller, Director of Buiget and Reports will: 

(a) Be responsible for the organization and administration of 
matters relating to budget, reports and statistics. 

(d) Supervise and direct the preparation, analysis, and coordin- 
ation and review of the budget estimates of the Department of the Navy 
and the presentation of the budget to the Bureau of the Biidget and to 
the Congress. 

(g) Supejrvise the preparation and submission of reports to the 
Secretary of Defense, Bureau of the Budget, and the Treasury Department, 
covering the apportionment and the status of appropriations. 

(i) Continuously review rate of obligation and expenditure of 
appropriated funds and develop budget control as an effective instrument 
of managen^nt. 

(k) Plan and prepare statistical analyses to provide budgetary and 
fiscal information required for management control and determination of 
broad administrative policy. 

(l) Receive and review requests from outside agencies for statistical 
data. Answer requests from published data when available j or channel 
requests to the proper Bureau, Board, or Office, monitor the completion 
of these assignments and consolidate reports when necessary. 

(m) ^feLintain liaison with statistical offices of the Department of 
Defense and other Government agencies and represent the Kavy on commit- 
tees and in conferences dealing with statistical policies and method- 
ology. 

(o) Determine the budget and fiscal reports and forms control 
policy for the Department of the Navy. Review reporting methods, pro- 
cedures and requirements for budgetary and fiscal statistical reports, 
and insure that full coordination precedes the establishment of new 
reports. 

(p) Coordinate the development of standards of presentation, class- 
ification and definition to obtain loniformity of Navy reports. Provide 
statistical data and -graphics for the Secretary’s office. 

VII. Assistant Comptroller, Accounting. Audit and Finance . 

(f) Develop and prepare for publication recurring summary reports of 
a fiscal, cost, operating and capital property accoimting nature and 
compile special reports on these matters as reqizired.^ 

The Secretary of the Navy issued an instruction in November 1953 con- 
cerning the function of the comptroller in organizations other than his ovm 
office. Parts of that letter are quoted: 

II, Functions of Gomptrollership . 

A. Basic Functions. The basic factions of coraptrollership shoiild be 
performed ^ or for every bureau, office, and field act,j.vity, regardless 
of whether or not a formal comptroller organization is established. 

These functions are as follows; 



^Ibid. 
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1. Ints.^ated SvateB for Financial >ianaaeaent « Establishes, co- 
ordliiatQs, and maintains an integrated system of staff service that trill 
provide to the coizaaandinfj officer the factual data essential for effect- 
ive mnnagenjont control of operations. Provides technical gtjidance and 
direction in financial matters throughout the organisation, as a staff 
service to the commandin : officer. !Hiis integrated cyaten will provide 
for a classification of programs odmlnistared and thair objectives | for 
an inventory of budget plans and projjraa schedules that shotild bo kept 
curraxit} for processes of bx^Sgot foimmlation, review, and exscution| 
for the colloctltin of obligation, expenditure, cost, and other accoxint- 
ing and operating statistics data| and for a review of program perfoiTU- 
ance and of the pattern of resoitrces utiliaation. Promotes ©oonoJny and 
efficiency in the performance of assigned programs, 

2. Ihid^etin!:- . Provides gxxldanoa and instructions for preparation 
of the budget; reviews resourcos reqxiirements and justifications for 

the various programs and prepares estir^iates of the cost thereof; cempiles 
the annual budget; in connection with the budget process, rscommends 
aill<x5atiijn of funds and civilian personnel to programs within the 
comiaand, and revisions thereof as required; analyses variances from the 
budget plan and rocoimaends reinodlal action where appropriate; dsterminas 
areas where desirable financial reprograssiing may be effected; 
initiates action to adjust financial plans to available furxds and, when 
required, subKdts requests for additional funds with justifications. 

4» Pro -rain Analysis . Msasures and amilyaes jjerforiaance, program 
status and trends against the approved prograSiS and budget plans and 
schedules, and reports the i*esxiits of operations to responsible levels 
of command. The system describsd in 1, above provides for the collect- 
ion of data that will perndt this kind of appraisal and detection of 
variances from the operating and budget plan so that numagemont can 
take the appropriate action. Ihis function of ccmptrollership is con- 
sidered an extremely important staff servico to the cojasmsnding officer, 
who has the responsibility for deolsl-ons. Analyses an.i comparis.^s 
should be timely and presented with rec -Emendations for action or 
decision so that fimds may bo t)sed sffsetivoly and economically. 

5 » Ih-oi^rass Reports and otatistlos . Develops guides and criteria 
for the collecticn and coordination of statistic^il data and prepares 
special statistics as required by the responsible levels of corrimand. 
Serves as coordinator and official clearancs contar for the release of 
statistical data. Each organiaational component will have distinctive 
requirements for periodic profjress reports and for special statistical 
data on the programs it administers. Statistical reports should be 
rendered in tiBic and in a manner that will lnsin‘e optljmjun use by 
managament. 



V. rdabors^tion of Duties . 

B. to-eaus, and Office Level . 

3* Fro'T'ess Reports and Statistics . The progr-ess reports and 
statistics function consists of the following duties; 

a. Develops and/or coor .iinates within the bureau reporting 
3yst<5ies from which data are derived as a txisis for q;iantitativo analysis 
of porfcrmance against approved programs, bi.id;8t plans, and schedu3.es. 




V 






-17- 



b. i-laintaina records on bMget plans and schedules, examines 
trends and pro.^prara status, and reports variances from plans to 
responsible levels of manaje,.'en-c, 

c. Provides a central coordination point for all budgetary and 
fiscal statistical data released to higher authority. 

d. Develops gioides and criteria to o.ssist field activities in 
obtaining statistics reported to the bureau. 

e. Prepares recurring progress reports for top managenent for 
all major programs as related to the financial plan, highlighting 
unusual situations. 

f. Performs special statistical analyses as required. 

g. Serves as liaison with Navy Comptroller on matters relating 
to program reports and statistics.^ 

The instruction also elaborates a similar list of duties for the 
progress reports and statistical section at the field activity level. The 
recommendations submitted by the Hoover Commission under '‘Recommended Bs.sic 
Premises and Technical features of a System of Financial Management in the 
Department of Defense 1953” included s 

G. Reporting For Appropriated Funds. 

1. Every allotment holder shall submit to the grantor a monthly 
report on the status of his allotments, with supporting schedules of 
commitments, obligations, accrued expenditures, (or expenses), as 
appropriate, in comparison with the latest approved, revised budgets. 
These reports also shall set forth similar comparison of budget allow- 
ances and exiDenses for "mfunded costs”. Such reports will also be a 
medium for fiirnishing revised quarterly budgets for the remainder of 
the current fiscal year. 

2. Each operating agency, and military department as a whole, in 
turn, shall prepare summarized, consolidated reports of the budgeted and 
actual status of appropriations, including commitments, obligations, 
accrued expenditures, (or expenses), disbursements, and "unfunded costs", 
as appropriate, based upon the allotment reports, the appi*opriation~ 
apportionment accounts, appropriation-allotment accounts, and summary 
accounts of cash receipts and disbursements. Such reports at the 
overall departmental level shall also Include condensed, appropriate 
sir.iilar data relative to revolving fmds. 

3. The monthly and annual reports of each military department and 
Office of the Secretary of Defense shall be submitted to the Secretary 
of Defense, the Director of the Buireau of the Budget, ^nd the Secretary 
of the Treasury. Such reports will jji'ovide the basic data for the 
respective agencies to be Included in consolidated financial reports for 



3sECHAV Instruction 5400.4 dated 18 November 1953. Subject? 
Establishment of Cojaptroller Organizations in Bureaus, Headquarters, Offices, 
and Field Activities of the Navy and Marine Corps. 






the Federal Govenvaent as a whole, 

4. To the extent appropriate and helpful, reports at every level 
should contain statistical data of porforaancs, work loads, etc., in 
comparison with costs, for use in review and analysis of the reports. 

Reports at every level shaU. be the subject of review end analysis by 
Comptroller personnel. V/ritten comments on an ’’‘exceptions” basis shall 
be prepared and included with the reports as an aid to operating officials 
at the appropriate level in undertaking corrective actions, when required. 
Likewise, vn-itten comraents of appropriate ofHsrating officials shall be 
passed up to the next higher level in explmiation of unsatisfactory 
situations, with indication of corrective action being toJcen when 
appropriate. Such data shall include reports on violations of law in 
incurring obligations.^ 

The above quotations establish toe place of the comptroller in the 
Department of the ^'^avy. The Comptroller of the Navy has established the 
policy that program reportiJig in the Navy will be conducted by the Bureaus 
and ’Offices, who have responsibility for measuring efficiency. The 
Bureaiis and Offices then subnit reports to the Comptroller of the Navy, which 
provide the basic information and knox/ledge used by him in his reporting to 
the top management of the Navy. 

The composition of the top management team of the Department of the 
Navy determines the requirements for reporting of Jjaforraation. The Secretary 
and the Assistant Secretaries of the Navy are normally business iiien on leave 
from their respective industries. Consequently, as much as possible, the 
information subaitted to them must be in the form in which they are best 
able to make use of it. Every effort is made to present the information in 
a manner similar to presentation mads in commarcieil enterprises. Nhile the 
profit and loss statement meas’ures the efficiency of the individual enter- 
prise, the measure of efficiency in the Navy is the economical, effective 



’^Report of the Committee on Government Sperations, United States 
Senate, "Senate Action on Hoover Comiaission Repoi’ts". (V/ashington, D, C. s 
United States Government Printing Office. 1953 ) p. 43 * 
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acGomplishffiQnt of its mission. The mission must be stated in accurately 
developed plans. Accomplishiiient of the mission must be measured in terras 
of actual performance against plamied performance. The reporting system 
functions to provide information regarding actual performance. 

The reporting system employed by the Comptroller of the Navy must 
provide inl'ormation useful to business ijien in a new environment. The basic 
fimctlons served by reports to top management of the Navy are: (1) General 

background; (2) Provide a red flag in areas requiring management investiga- 
tion; (3) Provide a basis for management decisions ^]anageInQnt never makes 
decisions on the basis of reports alone, but mak^ the investigations 
necessary to reach a decision coneming the problem highlighted by the 
reports. The Comptroller's reporting system coordinates the programs of 
the individual Bureaus and Offices and the appropriations necessary for 
accomplishment of the Navy mission. 

The management problem of the Secretary can be appreciated when it 
is realized that the assets of the Navy total |6S, 500,000,000.00 at acquisition 
cost; that 950,000 military and 413»000 civilian personnel are employed by 
the Departiaent of the Navy. In addition, the Department operates the 
several fleets and their supporting units, industrial activities, seivice 
activities, and the Military Sea Transportation Service. By comparison, the 
one hundred largest manufacturing enterprises in the United States possess a 
combined total of i|70,000,000,000,00 in assets. 

The bxidget of the Navj'’ is an expression of the annual Ifebilization 
Readiness Plan. The budget sots forth tiie requiinaments of the Navy— forces, 
supporting establishment, personnel, maintenance, and major projp^ams. Fin- 
ancial and performance reporting parallels as nearly as possible the command 
organization channels. The responsibilities for management are also 
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responsibilities for reporting, and each Bureau and Office budgets and 
accounts for the programs it manages. Rear Admiral S. A. Solomons, the 
Deputy Comptroller of the Navy, emphasizes that timeliness is most important 
in order that reports may be an aid for executive control.^ 

The Navy Budget is broken dora into twenty-one Appropriations. 
Obligations are reported monthly against the apportionments of these appro- 
priations, Charts presented to the top management of the Na'<;y show what the 
appropriations will buy in the nature of steaaiing hours, overhaul starts, 
etc. . The budgeted plan is shewn on these charts, and actual perfonaance 
is plotted against the planned performance. Apparent slippages require re- 
programming. These charts are based on the monthly reports of each Bureau 
and Office to the Comptroller of the Kavj concerning obligations, expenditures, 
and non-fiscal data for each program. The generril ledgers, containing the 
primary control accounts cf the Uavy,ea'e raD.intained by the Comptroller, 
while the subsidiary ledgers are maintained by the individual Bureaus and 
Offices. The Progress Reports and Statistics Division of the Office of the 
Gonptz'oller, the focal point for all reports, utilizes the information 
submitted by the Bureaus and Offices as its raw material. 

Reports are presented to top managsmont orally, vrith visual aids, 
or in written form. The plan under which the program is operating! the 
actual accomplishments as compared with the planj the areas In which actual 
accomplishiiKsnts differ from the planj and a suggestion as to what top manage- 
ment can do in order to accomplish the plan are incltided. Graphic present- 
ations are used to highlight deviations from plan, with more detailed 

^R. Adm. E. A. Solvjxiions, "Progress Reports to Top Pianagement of the 
Navy Depar'bment", An Address delivered to tho Financial Planagement Round 
Tablo of the Society for the Advancement of lianagement, Washington, D, C, , 

19 October 1954 » 






1 




- 21 . 



background being presented in a narrative discussion. The Statistical 
Review, the title of which has recently been changed to Financial and 
Statistical Trends, reflects programs in the follov/ing areas of responsi- 
bility; 

1. i^anpower — covering civilian personnel, military personnel, and 
nospltal patients. 

2. I’iaterial— covering aircraft deliveries and acceptances, supply, 
and ordnance. 

3. Finance— covering obligations and expenditures. 

4. Aeronautical matters — covering aircraft inventory. 

5. Chief of Naval Operations interests — covering naval ships, 
active and reserve, 

6. Facilities — covering major installations. 

7. liarine Corps interests— covering i-Iarine Corps personnel. 

Regular statistical supplements coveririg management areas are 

presented on a quarterly basis. iToblem area details are presented in 
narrative form by appropriate analysts. Special statistical reports are 
presented as required by the particular situation, 

VJritten reports vary from brief tables, analyses, and graphs covering 
broad areas, to detailed doc’jmcnts with full descriptions and complete 
definitions. It has been found that, normally, top management will not 
read a detailed report. The detailed report does have historical value, 
however, and can be read at the convenience of top management, eind can be 
reread if necessai'y. The Comptroller utilizes a monthly summary card to 
record flash statistics for tne convenience of top laonagement. These 
3”x5" cards are used as flash reports of key monthly statistics to show 
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performance in broad 6ireas v/here the plan or trend is :jenerally knovm to the 
user. These cards are extremely usoful for quick reference purposes in the 
daily contacts with external interests. 

Flash analyses of statistical highlights provide a timely, brief, 
graphic and narrative presentation of significant chan,^;es in broa.1 program 
areas, and suggest areas appropriate for further investiga.tion. These high- 
lights have been found valuable in getting inforniation to top Bianagement in 
tiifie for action to be taken, especially if limited to areas where action is 
possible if required. 

The Ana3.ytical Heview provides a review of performance in program 
areas over a longer period of time than a month and coiapares performance 
against plans or trends. Chart 1, "Cumulative Ibnthly Apportionments and 
Obligations Under the Appropriation Service-Wide Supply and Finance, Navy", 
is an example of the presentation made in the Analytical Review, It seizes 
as a frame of refex-ence for evaluating plans as presented in budgets and 
as general inforraation to keep top management informed on budgetary programs, 
llie information presented is broad in coverage and is based on summarization 
of operating data. It is effective to the extent that it raises questionsi 
but is not intended to provide answers, even though it may suggest solutions. 

The verbal presentation, or briefing session, provides quick com- 
munication of information to top management in those cases where speedy 
action is required, Oxily key facts ai-e presented against background 
information already in possession of top management. 

Regular chart room sessicjis, with visixal aids in the form of 
30"x40" charts, present performance and trend information to top raanagexaent 
covering all major programs. This type of presentation soinxes as an aid 
In remembering the most salient points of the report. Special charts are 








•Iki 



•I 






Mil 



u •« 



•«' 



tm «■»• «M Vi«i 






mmrn\ 



-23- 



Department of the Navy 

CUMULATIVE MONTHLY APPOETIONMENTS AND OBLIGATIONS 
Appropriation Service~ vri.de aipply and Finanop, Ma-uy 



Million Dollars 




lA lA 



F. I. 1954 ^ ^ 



^ollarsi 



Date 


Cumulative 

Apportionments 


Cumulative 

Obligations 


Outstanding. 

Commitments 


Ifocomm, and 


0 


1 




3 


4 


F. Y. 1950 
F. Y. 1951 
F. Y. 1952 
F. Y. 1953 
F. Y. 1954 
July 
August 
Septonber 
October 
November 
December 
January 
February 
March 
April 
May 
June 

F. Y. 1954 (Plan) 
F. Y, 1955 (Est) 


NA 

NA 

1191.602.000 

h7h,13h,lh2 

372.492.000 

102.090.000 
102,000,000 
102,000,000 
200,000,000 
200,000,000 

197.000. 000 

287.000. 000 
287,000,000 

287.000. 000 

372.300.000 

372.500.000 

372.492.000 

337.000. 000 


' NA 

il2ii,890,302 
^90,812,621 
u69,ii7U,537 
365,038,026 
32, 206,123 
6 U, 050 , 670 
95,633,162 
127,Uii8,070 
157,570,271 

187.962.615 

217.137.615 
2i0i, 71)4,823 
274,139,2114 
303,638,276 
332,178,150 
365,038,026 
391,500,000 
337,000,000 


NA 

NA 

NA 

NA 

4,767,757 

NA 

NA 

NA 

NA 

NA 

7,80i,U33 

66,135,876 

40,013,650 

9,915,023 

66 , 096,090 

38 , 098,000 

4,767,757 

0 

0 


NA 

NA 

789,379 

69, 793, m 
37,949,330 
6,166,838 
72 , 551,930 
42 , 42^729 
1 , 235,952 
3 , 726,509 
2 , 271,527 
2,945*763 
2,765,634 

0 

0 



Chart 1 
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introduced into the framework of the regular charts where necessary. Chart 
2, *'F. y. 1954 Expenditures "j Chart 3> "Naval Personnel Active Duty"; 

Chart 4> "Active IT.eet •^teaming Hoiors"; Chart 5, "Ifejor Activities"; and 
Chart 6, "Cumulative i‘k>nthly Apportionments and Gbligatlons, Total Depart- 
ment of the Navy" are examples of the types of charts used by the Comptrol- 
ler of the ^avy in reporting to the top management of the Navy. 

The methods employed by the Comptroller of the Navy in reporting 
to all levels of management in the Department of the Navy are consistent 
with the practices utilized in commercial enterprises. The totality of the 
effort is much greater, however, in that each major program corresponds with 
the total effort of a commercial enterprise. 
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BUREAU 

BUPERS 

MAR CORPS 

BUAER 

BU SHIPS 

BUORD 

BUMED 

BU DOCKS 

EXOS*^ 

BUSANDA 

MSTS 



BY BUREAU 



MILLIONS OF DOLLARS 




* INCLUDES ONR B PET RES ACCOUNTS. 
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million DOLLARS 




X.RES. COMPONENTS 



MILLION DOLLARS 

1 150 




'SCAteS ON CHARTS 
ARE NOT THE SAME 



7 




1951 '52 '53 '54 '51 '52 '53 1954 
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REGULAR AND RESERVE NAVAL PERSOIOJEL ON ACTIVE DUTY 



ACTUAL AND PLANNED FISCAL YEARS 1953-1955 



Date 


Grand 

Total 


Officers iJ 


Enlisted 


Total 


Reserve 
on Active 
Duty 


Regular 
on Active 
Duty 


Total 


Reserve 
on Active 
Duty 


Regular 
on Active 
Duty 


1 


2 


3 


4 


5 


6 


7 


8 


30 June 1953 


788.1 


81.7 


37.1 


44. 6 


706.4 


80.2 


626.2 


F. Y. 1954 
















31 July .... 


785.2 


82.1 


31.5 


44. 6 


703.1 


77.7 


625.4 


31 August . . 


782.7 


82.0 


37.5 


44. 5 


700., 7 


75.1 


625.6 


30 September 


778.4 


81.6 


37.1 


44. 5 


696.8 


72.6 


624.2 


31 October . 


774.6 


80.9 


36.4 


44.5 


693.7 


70.1 


623.6 


30 November. 


771.3 


81.6 


37.1 


44.5 


689.7 


66.5 


623.2 


31 December. 


758.8 


80.1 


35.7 


44.4 


678.7 


58.1 


620.6 


31 January . 


754.9 


80.3 


36.0 


44.3 


674.6 


54.5 


620.1 


28 February. 


750.7 


79.1 


35.0 


44.1 


671.6, 


52.5 


619.1 


31 March . . . 


743.4 


78.4 


34.6 


43.8 


665.0 


49.5 


615.5 


30 April . . . 


738.5 


18. U 


35.0 


43.4 


660.1 


48.0 


612.1 


31 May 


730.0 


77.2 


34.3 


42.9 


652.8 


46.8 


606.0 


30 June(Pre) 


720.4 


78.5 


34.2 


44.3 


641.9 


44.4 


597.5 


Estimate 
















30 June 1955 


682.0 


74.0 


29.8 


44.2 


608.0 


40.5 


567.5 



i/ Excludes Officer Candidates. 
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Cb <f2h^ 



ACTIVE FLEET 

steaming Hours 



THOUSANDS OF HOURS 




3,000 



- 2,000 



14)00 



F.V.’SS J 
ACTUAL 



0 N D J F 
F.Y. 1954 



J F.Y.’64 F.Y. '58 
BUDGET 



STEAMING HOURS UNDERWAY - ACTIVE FLEET 
Fiscal Years 1953 - 1955 
(Thousands of Hours) 



DATE 


TOTAL 


WARSHIPS 


MINE 

WARFARE 


PATROL 


AMPHIB. 

WARFARE 


AUXILIARY 


1 


2 


3 


4 


5 


6 


7 


F. Y. 1953 Budget 


3,545 


1,285 


363 


237 


799 


861 


F. Y. 1953 Actual 


2,522 


1,118 


226 


168 


466 


544 


F. Y. 1954 Budget 


2,636 


1,220 


216 


140 


491 


569 


F. Y. 1954 


2.573 


1,137 


226 


151 


491 


568 


Jul 7 


238 


113 


20 


16 


41 


48 


Aligust 


238 


106 


22 


8 


49 


53 


September . . . 


255 


108 


22 


15 


50 


60 


October 


229 


100 


20 


12 


45 


52 


November .... 


216 


105 


16 


14 


39 


42 


December .... 


132 


64 


11 


9 


20 


28 


January 


210 


99 


21 


12 


34 


AA 


February .... 


206 


89 


19 


13 


39 


46 


March 


213 


84 


19 


11 


48 


51 


April 


203 


79 


17 


13 


44 


50 


May 


219 


93 


23 


14 


40 


49 


June 


214 


97 


16 


14 


42 


45 


F. Y. 1955 Budget 


2,772 


1,332 a/ 


247 


169 


457 


567 



^ Includes 4,000 steaming hours for Experimental Vessels. 
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MAJOR ACTIVITIES 






NUMBER 




F.Y. 1954 



MAJOR ACTIVITIES 

ACTUi^L iJD H^ANIIED FISCAL YEARS 1953-1955 



Date 


Grand Total 


Continental U. S. 


Overseas 


1 


2 


3 


4 


30 June 1953 . . . 


321 


266 


55 


F. Y. 1954 








31 July 


323 


268 


55 


31 August 


322 


267 


55 


30 September . . . 


324 


269 


55 


31 October 


323 


268 


55 


30 November .... 


324 


269 


55 


31 December .... 


326 


271 


55 


31 January 


322 


267 


55 


28 February .... 


322 


267 


55 


31 March 


319 


264 


55 


30 April 


320 


264 


56 


31 May 


320 


264 


56 


30 June 


317 


261 


56 


Budget Plan 








30 June 1954 ... 


325 


269 


56 


Budget Plan 








30 June 1955 ... 


323 


266 


57 



Each of the major activities listed meets the following criteria: 

1. It has a plant and equipment value in excess of $1 million. 

2. It employs, as part of its permanent complement, in excess of 
100 personnel (military or civilian or both). 
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Department of the Navy 

CUMULATIVE MONTHLY APPOKTIONMENTS AND OBLIGATIONS 
Appropriation Total Department of the Navy (Direct Accts.) 



Billion Dollars 




(Million Dollars) 



Date 


Cumulative 

Apportionments 


Cumulative 

Obligations 


Outstanding 

Commitments 


Uncomm. and 


0 


1 


2 


3 


L 


F. Y. 1950 


h,352.6 


U,i59.9 


NA 


192.7 


F. Y. 1951 


12,585.1 


12,)4ii3.6 


NA 


lhl.5 


F. Y. 1952 


16,310.5 


15,1482.2 


NA 


828,3 


F. Y. 1953 


13,596.6 


12,256.6 


NA 


l,3h0.0 


F, Y. 1954 


9,807.6 


8,258.2 


597.5 


951.9 


July 


1,599.7 


569.3 


NA 


1,030. h 


August 


3,691.5 


1,235.5 


NA 


2,U56.0 


September 


3,7U3.9 


2,006.8 


NA 


1,737.1 


October 


6,013.U 


2,768.1 


NA 


3,2U5.3 


November 


6,017.0 


3,292.U 


NA 


2,72U.6 


December 


6,129.5 


3,879.8 


1,277.3 


972. u 


Jemuary 


7,89h.2 


U, 561.3 


1,665.5 


1,667. U 


February 


7,900.5 


5,250.3 


1,U1;0.6 


1,209.5 


March 


7,888.0 


5,9li9.8 


1,250.0 


688.2 


April 


9,783.U 


6,657.8 


l,li73.3 


1,652.3 


May 


9,792.1 


7,236.0 


1,289.9 


1,266.2 


June 


9.807,6 


8;258.2 


597.5 


951.9 


F. Y. 1954 (Plan) 


- 


10,5UU.2 


6 


0 


F. Y. 1955 (Est) 


8,903.5 


8,903.5 


0 


0 



Source Standard Form 133 and F.Y. 1955 Budget Document. 
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CHAPTER IV 



PERFORMANCE REPORTING M THE BUREAU OF SUPPLIES AND ACCOUNTS 

In order to properly appreciate the specific role of the Bureau of 
Supplies and Accounts, it is first necessary to relate its functions to the 
over-all objectives of the United States Navy. The United States Navy 
operates as an integrated enterprise in which personnel, ships and aircraft 
are coordinated into a cohesive fighting force. 1118 organization of the 
Navy is divided into two large general organizations— the Fleets and the 
Shore Establishment. The mission of the Pleet Commands is to operate the 
ships and aircraft in an efficient and effective manner for accomplishment 
of objectives as set forth in the basic military policy of the nation. The 
mission of the Shore Establishment is to provide the Fleet Commands with all 
of the personnel, materiel, and services necessary to maintain the ships and 
aircraft in a state of readiness which will accomplish the objectives of the 
national military policy. These requirements resxfLt in demands on every 
industry and on agriculture in the national economy. In order to manage the 
effective placing of these demands on the economy, the over-all responsibility 
for providing these services has been divided among the several Bureaus and 
Offices of the Department of the Navy on a specialization basis. Each 
Bureau and Office has responsibility for a prograia which, when coordinated 
with the programs of other Bureaus and Offices, contributes to the over-all 
program of the Department. The over-all Navy program is set forth in the 
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Navy Basic Mobilization Plan. The prograta adciinistered by the Biireau of 
Supplies and Accounts is the Navy Supply System. 

In order to accomplish its mission, the Department of the Navy 
prepares the Navy Budget for subrdssion to and approval by the Congress. 

When approved, the Navy Budget becomes the plan for the operation of the 
Navy during the fiscal year for which it is approved. The Navy Budget is 
comprised of the budgets prepared by the Several Bureaus and Offices, VJhen 
approved, each Bureau and Office has the responsibility for executing its 
budget. The Bureau of Supplies and Accounts views its budget as: 

An operating plan expressed in terms of financial requirements j 

The budget function is an integrated cycle of formulation, justifica- 
tion, and execution, all contributing to the accomplishment of the 
operating planj 

The best method of executing the budget requires, first, an opera- 
tional review to assure that each field installation plan is in conson- 
ance with the approved master plan, and, second, a financial reviei^ to 
assure that planned operations have been costed on the most efficient 
basis feasiblej 

Successful accomplishment of the budget execution phase requires 
inte,3*ated reporting systems at the disposal of qualified management 
organizations! 

Improved efficiency, which is a prirae objective of budget execution, 
can best be obtained by stimulating individual initiative through de- 
centralized authority and responsibility. ^ 

The Bureau views the budget as it is viewed in commercial enterprise, 
as "an operating plan expressed in terms of financial requirements". 

Primary emphasis is placed on the operation being funded, and not on the 
dollars included in the support, in the execution of its budget, the 
Bureau coordinates operating plans for each of seventy-five installations 
under its financial control, involving an annual cost of $300 >000, 000. 00. 
These Installation plans contract and expand with the movement of the fleets, 



^R. C. Moot, "Budget Execution— BuBandA", an address delivered to the 
i'lanagement Accoumting Seminar, Bureau of Supplies and Accounts, V/ashington, 

D. C. 
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since they are desig^ied to support the fleets. The fleets are mobile, and 
supply demands cannot be predicted accxirately in terms of location. However, 
total demand can be computed, regional demand can be resaonably projected, 
and specific installation demand can be made available on relatively short 
notice. The Bureau formulates its budget to fund these plans in the most 
effective, economical manner feasible. An attempt is made in budget 
execution to obtain a better level of efficiency than planned. The Bureau 
reviews each of the seventy-five individual p].ans to assure itself that the 
over-all plan is efficiently fmded, and to assiire that legal limitations, 
both as to fund availability and propriety of expenditure, are not exceeded. 

Review procedures commence w3.th the master operating plan. Chart 7, 
"Supply Distribution Programming", is a breakdo^Jn of a large segment of the 
over-all operating plan of the Bureau. The chart shows, on the left, the 
functional listing of supply type fvinctions, and shows, on the right, the 
unit of measure for each function. The unit of measure is the means of 
quantitatively measuring the workload in each function, in the formulation 
of the Bureau’s budget estimate, the operating plan for the Supply Distribu- 
tion System Indicates how many measurement tons of material is expected to 
be received and issued, how many units are to bo packed, and how many line 
items of demand are to be received in the issue control function. This is 
the framework by which the over-all operating plan is formulated and approved 
and is the framework by which the plan is executed. The budget contains 
control totals for each function in terms of approved planned workload. 

Each field installation submits its operating plaia on the same basis. Chai’t 
8, "NavSandA Form 678, Allotment Request and Justification", is used by each 
field installation for requesting funds from the Bureau. The functions 
listed in Chart 7 are listed in column 1, Each function is cross-referenced 
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NAV. S. AND A. FORM 678 (6-53) 



to the wrk laeasureraent function in column 2, i<rhich in turn is cross- 
referenced to the expenditure account numbt;r in column 3. Column 9 lists 
the planned workload for each function. The Bureau is thus constantly 
informed concerning the current estimate of work to be performed by each 
field installation engaged in the specific function. 

The Bureau evaluates the workload estimate of each field installation 
in oisier to predict supply demand for the over-all Supply Distribution 
System, and to provide isaterial for use in h'avy operations when required, 
where required, and in the required quantity. Predicting v/orkload is a 
problem of predicting material consuiiiption and issue, dach broad category 
of material, such as food, fuel, ships parts, etc., is predicted separately 
by relating and correlatjjng the use of each material category to the operat- 
ing element of the Navy Xvfhich uses this type of material. Chart 9» •’Subsis- 
tence— iiilitary Strength vs Value of Subsistence ^terial Issued", relates 
the issue of food to the military strength of the Navy and shows the close 
correlation between these two factors. Each field installation performs the 
same type of evaluation for its workload, in addition, each field installa- 
tion conducts a market analysis of its customer pattern— to v^hom material is 
issued and in what quantities and categories. The Bureau uses these 
market studies to determine how well the system is \iforking and as a basis 
for developing improved distribution patterns. In addition to these product- 
ive functions, there tu-e soma interrnil functions, such as preservation and 
mintenance, which must be determined by factors within the field installa- 
tion. A mutual review by the Bureau and the field installation dateriainos 
the level of work in these fiuictions. 

The Bureau accomplishes the first part of budget execution, opera- 
tional review, when it completes evaluation of workload. All field 







Iff 



v*«»« 



Ml M lfi 




1 



m ^ 



i»M 



w ^ 






muLiTimr strencth «s kiilue of subsisience miieriil issued 



-37- 




Chart 9 
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installation operating plans are raviswed separately by function and 
consolidated and reviewed against the master operating plan. The second 
part of budget execution is financial revieiv' to assure that the v/orkload is 
performed in the most efficient manner feasible. 

The Bureau isolates and controls the large cost elements in its 
financial adiiinistration. It is believed that if the iraportant areas of cost 
are properly administered, the entire enterprise can be expected to be 
efficient. The primary cost at field installations is the cost of labor, 
salary costs amounting to appi’oxiraately eighty per cent of total costs. It 
is apparent that the maimer in i/hich the labor element is administered is of 
vital importance in tlie effort to become increasingly efficient. The work- 
load estimate for yich function recorded in Chart S is the key factor in 
deterxoining the cost of labor. For each function in which labor is an 
element, it Is deteiiained how much work one person can accomplish and then 
how many people are necsssaiy to accomplish the total planned work. The 
amotmt of work one person can accomplish in a stated period of time is 
known as a production rate. For example, if one man can receive or issue 
two tons of material in one liour in the storage function, the hourly 
storage production rate is two tons. Among the factors which enter into the 
determination of a production rate for a siiecific function at a specific 
field installation are; (l) The best sustained performance j (2) How well 
does this perforsiance compare with like field installations doing compar- 
able workj (3) Changes in methods or procedures which affect the production 
rate. The production rate converts workload into productive labor. The 
total productive labor requirement, which is determined by dividing total 
workload by the production rate, is the total number of hours that r.iust be 
productively worked to accomplish the planned v/ork. To convert this 
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requireiaent into people, it is necessax'y to divide the total hoixrs by the 
number of working day hours in the period covered by the ’workload ostiiaate. 

For eximple, if the estijsated worlcload in tons is 49 >600 for one quarter 
and the nuraber of working hours in the qururber is 496, the equivalent of 
100 productive bodies is needed to accomplish the work ct a production rate 
of one ton per hour. H on-productive tiiae for sick and annual leave and 
holidays is added to the requirocients for productive labor to obtain the 
quarterly average employment, shown in column 8 of NavSandA Foirni 673 (Chart 
3), Labor dollars, column' 11 of h'avSandA Form 678, is obtained by multiply- 
ing the average salary per function by the average emplo^mient. The Bureau’s 
policy is to set tlrie employment level to meat the nortfial, continuous work- 
load. Peak work periods ai'a mot through the use of overtime, which is 
isolated in column 10 of llavdandA Form 678 in order to keep it under eval- 
uation.. 

The twenty per cent of cost which is not labor covers the cost of 
laaterials consumed in operation and the cost of services. Services costs 
are based on fixed local contract rates. Satisfactory materieil to labor 
ratios have been developed through exy^rienco. The ccmiputations for 
materials and services are shov/n in columns 12 and 13 respectively of NavSandA 
Form 678. 

Under the quarterly apportionment process as practiced by the Bureau 
of the Budget, funds are authorized for obligation within a quarter aad are 
limiting except for cairyover pLirposes. Consequently, the Bureau of Supplies 
and Accounts funds its field installations on a quarterly basis. In order 
to avoid the disadvantages of quarterly fmding, the Bureau utilizes a Funds 
Planning Letter based on an annual basis. Each field Installation is 
I'eqiured to estimate on an annual basis the funds required in the several 
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key funding elements. The production rate that appears feasible in each 
of the several quarters is projected for each function. These rates are 
established as targets for the individual field installations. Thus the 
field inst?.illation is furnished advance knowledge of the production rate for 
v/hich the Bureau will provide funds. These estimates together with the 
the production rates are used as a guide for staffing needs. 

The Funds Planning Letter, developed in cooperation with each field 
activity, provides a functional estimate of workload and attainable product- 
ion for several quarters in advance. Each field installation subiiiits its 
current estimate of workload quarterly on NavSandA Form 67S ( Chart S) with 
explanations of deviations from plan. These two elements pei«dt the Bureau 
to forecast for twelve months its over-all operating plan and its financial 
requirements . 

The Bureau employs the management tools of reporting systems to 
assist in resolving the problems inherent in forecasting workload, product- 
ivity of labor, and costs of operation. In addition to an accurate know- 
ledge of the immediate past, a continuous flow of data concerning operations 
at each field installation is necessary. This flow of data reports locally 
and centrally what has been done, how much it cost to accomplish, and why 
it was done. Chart 10, '‘The Integrated Budget Base", lists the required 
knowledge and the reporting systeras utilized by the Bureau to provide the 
information both to itself and each field installation. These reports answer 
the following basic questions: 

1. What v/as done ? 

2 , How much of what kind of work was accomplished? 

3* tiov; much did it cost to accomplish the work? 

. How rauch was the dollar cost, in total and on a milt basis? 
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5. Hovr much manpower did it take and what was the productivity of 
the iKanpov/er? 

6. V<by was the work done? 

7. What element of Navy operations created the mterial demajid and 
the supply workload? 

The reporting systeios which answer these questions arei First, the 
financietl reporting systera, which shows function by function the dollar cost 
to operate and the composition of the cost. Next, the work reporting system, 
which reports function by function the voluiaa of work accomplished in terms 
of selected units of measure. This system in conjunction with the financial 
I'oporting system provides the unit cost for eacii function at each field 
installation. Next, the material reporting system indicates how much of 
what kind of materiej. is being issued to use at each activity in the Ka^^. 
Next, the manpower reporting system indicates how much of what kind of 
labor is used in eacli function. In conjimction with the work reporting 
system, the aanpowei* reporting system develops prcdxictlon rates by function 
and by activity. Last, the operations data reporting systems provide knoxv- 
ledgo as to details of ffiaxry operations. These data, which include ship 
overhaul, aircraft overhaul, military personnel, civilian indiistrial person- 
nel, correlate to total supply demand to preseiit the pattern and level of 
distribution. 

An important feo-tore about the cost, work and manpower repox'ting 
systems is the xxniform scope of functional reporting. The expenditure 
account which defines functional areas in the cost system also controls the 
work description in the work reporting systera. The manpov/er system is 
integrated with payroll accoxxntirig so that labor is identical x/ith that 
reported in the cost system. 
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Ifanagement tools for budget execution have been developed from 
these reporting systeias* The Bureau has established a performance analysis 
book for each field installation which reflects monthly workload and man- 
power effort by function and chaa’ts manpower utilization trends. A unit 
cost book is also available for each installation which charts and reports 
costs by function on a monthly comparative basis. These books, along with 
market patterns and field inspection reports, assist in projecting workloads 
and in tiie ueteraiination of future funding for individual field installations. 

Chart 11 shows the organization of tlie Comptroller of the Bureau of 
Supplies and Accoimts, The Comptroller reports in a staff capacity to the 
Chief of the Bureau of Supplies and Accounts, Vfliile the Comptroller reports 
to the Chief of the Bureau, ho v/orks, in a real sense, for the line operators 
of the Bureau. The Bxireau operatjjig procedures 6ire based on the fact that 
the benefits to be derived from a sound controllership concept must be 
expressed in. operational improvements stemming from improved management by 
line operators. The Oompti'oilei' functions through the line operators and 
does not claim creciit for ecojaomiciil or effective betterment in operations. 

The Statistics Division has four branches. The reports from the 
work reporting system and the manpower reporting system are received in the 
Work i-ijasur ament branch. The Service Statistics Branch collects data on 
commercial operations which are dix'ectly comparable with Navy operations. 

The kianagement Statistics Branch develops the best iseans of presenting both 
the consolidated data for the system and the individual data for each field 
installation. Distribution of these data follows tJ-irec primary channels. 

The first channel is to the Assistant Chief for the specific operation and 
to the associated working level under the Assistant Chief* The second 
channel goes both to the Budget and Ite ports Division and the Internal 
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Control Division. Tiie thix-d channel is to the Project ^ianagers and Field 
Liaison. 

All financial accoxxnting is centered in the Internal Control Div- 
ision. The Cost Accouxitijng -Section collects total functi- nal costs and 
calculates unit costs, Co'^t and appropriation data arc furnished Pureau 
operating personnel, the Budget and Reports Division, and the Project 
l-*anasors . 

■Kie Budget arid Reports Division uses statistical and financial data 
as a basis for projecting futru’e require! nuts. Tho Budget Branch prepares 
the Funds Planning Letters and. reviews the allotment requests. The Reports 
Branch performs prograni an.al7sis end perfoivaance reporting functions. 

Project Managers work very closely with the Assistant Chiefs for 
Operations. It Is their respensibility to s^ssure that the operating aspects 
of the operating pl-an axe given full consideration i.n financial adrainistra- 
tion. Hioy give operating approval for the Funds Planning Letters and the 
recoiuinsnded quarterly allotncnt grants. V.h,ile final control, of funds rests 
’With tho Comptroller threogh direct delegati.on fi-om tlio Chief of the Bixreau, 
clearance of proposed action by Project Ilanagers is an operating safeguard 
which assures responsivon-oss to operating requirexiients. 

The above is a resume of the place of reporting systems in budget 
execution as performed by the Biweau of dupplies and Accounts. The Bureau, 
jointly with field Installations, predicts futur-e workload and attainable 
productivity by function, reviews fionctlonal costing quarterly, and grants 
funds in accordance v/lth the review. Each field installation has an assign- 
ed operating? mission. The Bureau grants funds to dischtirge the over-all 
aiission without unnecessary restrictions, decenti’alialng autiiority and 
responsibility for funds administration bo Comiaanding Officers. 



The Bureau 



provides proper managecient tools and constructive criticism of adoiinistrative 
practices. 

It is to be noted that field installations request funds in language 
of the work raeasureirsnt report— funding on the biisis of productivity. The 
Bureau in turn uses the same language in its budget requests to higher 
authority. The reporting system pi'ovides dollar control, workload (personnel) 
control, and productivity control. The Bureau possesses the only composite 
picture of the Supply Distribution Program of the i^avy. The data collected 
by the reporting system serves two purposes both up and down the line 
of responsibility: (l) To measure against planj (2) To justify allocation 
of funds. It provides information which is decision provoking— in 
financial management and in operating management. The reporting system 
emphasizes local contribution. The information submitted in the reports 
is the same information that the Commanding Officer needs in the efficient 
management of his installation. These consolidated reports serve the report- 
ing needs of the Assistant Chiefs for Operations and have eli'alnated a large 
majority of the oi:)erating reports previously required. 'Jlie basic concept in 
developing the perforEianco reporting system above described is to maintain 
a balance between dollar and operating statistics and to establish an inter- 
relationship between these statistics for management purposes. The basic 
indicators at the Secretary of the Navy level are contained in the expendi- 
ture accounts. The performance reporting system employed in the Bureau of 
Supplies and Accounts provides the information needed for control through 
expenditure accounts- 

The Bureau is continuously searching for improvements in its budget 
execution procedures* One of the problem areas ils the necessity lor 
nredicting workload by individual field installations. Another problem 
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area is caused by the method of selecting quantitative units of raeasure 
in the work reporting system. One unit of v/ork measurement is selected 
which is indicative of the entire work being perfvoraed in the function. 

Thus, the reporting system is a v;ork indicator system rather than a system 
which covers all work performed. A system is needed which will provide 
knowledge for qualitative control as well as quantitative control. In an 
attempt to solve this problem area, two industrial engineering concerns have 
been engaged to develop engineered standards for supply functions at two 
supply installations. These standards, together with a method of predicting 
over-all workload, would provide a basis for the evolution of a qualitative 
control system. 



CHAPTEK ? 



SUMMARY 

One of the piirposes of tills paper is to present the criteria of a 
good performance reporting system. Another purpose is to present the 
performance reporting system of the United States Navy. It is now necessary 
to compare those two purposes in order to evalxiate the performance reporting 
system of the Navy. 

A system of control cannot be effective as an aid in the management 
of complex affairs unless an adequate reporting system provides the infornw 
ation with \iriiich management makes decisions. The reporting system not only 
provides decision provoking ini'ormation, but also points out the problem 
areas in which xoanagement should focus its attention. Management does not 
have time for the consideration of minutia. The tiine available to sianageiaent 
must be spent v/ith problems of major significance. An effective reporting 
system assures tliat only such problems reach the top level for consideration. 
Ihe reporting system employed in the Department of the Navy provides 
decision provolcing information concerning problems of major sii^nificanco 
to top manageraentj and also provides inforAiation needed for fine adjustments 
by each lavol of responsibility. It is a system which not only provides 
djmamic control information, but also information required for dynamic 
forecasting. The measure of efficiency in the Navy is the achievement of 
the mission, which is described in the plan. ®ie plan must set up attainable 
targets through the use of accurate forecasting. The achievement of those 
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targets is the raeas\:re of efficiency. The system incorporates analysis of 
problem areas as they arise so that management v/ill be able to deal with 
those factors which cause deviation. In addition, it provides information 
'fcriiich is currently useful in the public relations responsibilities of all 
levels of Navy management. 

A control system contains three elements; First, the design of the 
system itself to insure that the information gathered is useful and adequate | 
second, the setting of standards to be used for measuring performance! and 
third, the analysis of variation between actual performance and standard. 

The control process is a device to record performance, to assist in making 
human judgments of what should be, and to aid in comparing v;hat should be 
with what is,^ The control system utilized by the Navy is designed to 
insure the gathering of useful and adequate Information by its reporting 
system. The system sets standards of performance by carefully selected 
planning performed jointly by the control centers and the operating levels. 
The system selects cost centers as control centers in order to provide 
adequate appropriation administration. The system utilizes the principle 
of exception in the analysis of variation between actual performance and 
planned performance. If performance varies widely from plan, investigation 
is undertaken; while attainment of planned performance is noted only for 
control purposes. The system records perfonaance, assists management in 
its decisions, and aids management in comparing actual performance with 
planned performance. 

The effectiveness of a control system is in large measure determined 

^S* P. Learned, D. N. Ulrich, D, R. Booz, !Sxecutlve Action . 

(Boston, Kassachusetts: Division of Research, Graduate School of Business 

Administration, Harvard University, 1951) p. 122. 
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by the extent to which it has been incorporated into the daily routine of 
the personnel affected by it. The performance reporting system of the 
Bureau of Supplies and Accounts is based on the regular work measurement 
reports, v/hich cover the efforts of all operating personnel. Thus, the 
system contains meaning for the people who work with and under it. The 
performance reporting system is designed to fill the needs of all levels 
'of management. Statistics for the system are generated at the work place, 
collected and reported by the local management, utilized locally for 
management purposes, and utilized by higher authority in every level of 
administration. The information is collected only once wherever possible, 
and that part that needs to be used at each level of management is "skiirmed 
off" as it is needed. Every effort is made to combine needed information 
in one report, so that nuraerous reports ’.Till not be required and report 
preparation time will be minimum. The system incorporates mity in that 
the same language is spoken at tlie local. Bureau, and Secretarial levels. 
Hexibility is incorporated by selecting units of measure which are 
applicable to basic operating functions. The relation of reports to 
basic records is a featixre of the system design, with control accounts 
being maintained at the Secretarial level and the subsidiary ledgers at the 
Bureau level. The control of report forms is maintained by prescribing 
and printing centrally the forms in VThich reports are made. The system 
is especially well designed to accomodate the periodic growth and contraction 
of the Navy with ease. 

The system employs ciurrent control reports to spot deviations as 
they oeextr so that prompt action may be taken to correct the faults. 

Summary reports, incorporating both trend and analytical reports, are 
utilized for the regular reporting of operations. Both individual activity 
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and joint activity reports are utilized throughout the systesi. Psrformanoe 
reports and financial reports are made part of the same reporting system. 

The system utilizes all methods of coffimmication for all levels 
of management. The written report, the orsQ. presentation, and the combin~ 
ation of oral and written presentations are used extensively in both brief- 
ing and regular cijart room sessions. The requirement that top executives 
have immediately at haoad certain information is met by use of a 3'*x5” 
summary information card containing current information on each of the 
major programs, This enables each manager to have continuously at hand the 
information necessary to answer Congrsssioual inquiries xd.thout trusting 
to EKjraory for exact figures. 

It is concliided, therefore, that the reportin.-; system as established 
in the Department of the Navy is adequate to provide effective irianagement 
control of Navy operations. The system is based primarily on quantitative 
information. Each level of Navy manag'ement is currently attempting to find 
means of incorporating qualitative information into the reportlaig system. 

This discussion has been lliaited, to this point, to the reporting 
system employed in comptroller organizations of the Department of the 
Navy. The Secretary established the 'Office of imalysis and Review in the 
Ejcecutive Office of the Secretary of the Navy on 29 December 1952, This 
office is charged with making an adaqmte and thorough audit and reviev/ of 
requirements for materiel, facilities, and manpower, including monitoring 
the development of the systeras and methods for computing such requirements. 

The office conducts an independent and objective review of Naval operating 
and mobilization plans, excluding the strategic and tactical concept of 
such plans, upon which’ requirements for manpovxer, materiel, and facilities 
are premised, and of the translation of such plans into specific i-eq\xiremanto. 
This reviev/ is for the purpose of assuring the Secretary that there is a 
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proper balance and correlation among Kavy programs and that statements of 
requirements are valid and reasonable. Ihs office has no command or ojjerat- 
ing mission or responsibility. It is not engaged in Com; ^trollership 
functions, and does not generate information which is control in natttre. 
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